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Attention: Chairman
Board of Land and Natural Resources
Dear Mr. Chairman:
Puna Geothermal Venture
Petition for Contest Case Hearing
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This letter/petition is respectfully submitted by Puna Geothermal Venture, a
Hawaii general partnership ("PGV"), which is engaged in the development of the State's
geothermal resources and the operation of a geothermal power project in Puna, Hawaii.
During the regularly scheduled meeting of the Board of Land and Natural
Resources ("Board") held on October 8, 1993, the Board considered, among other
things, the appropriate methodology that it should adopt with respect to the
determination of the value of the geothermal steam for purposes of calculating the
geothermal royalty amount to be paid by PGV under its Geothermal Resources Mining
Lease R-2, dated February 20, 1981. At or prior to the conclusion of the Board's
meeting, PGV made a formal written request for a contested case hearing on the
Board's decision. PGV made this request pursuant to Section 13-1-29 of Chapter 1 of
Subtitle 1 of Title 13 of the Department of Land an Natural Resources ("Department")
rules ("Rules").
PGV, in accordance with Section 13-1-29 of the Department's Rules,
respectfully submits this petition for a contested case hearing and hereby states as
follows:
1. The legal authority for PGV's request for a contested case hearing is
Section 13-1-29 of Chapter 1 of Subtitle 1 of Title 13 of the Department's Rules and
Hawaii Revised Statutes ("HRS") Chapter 91.
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2. PGV's interest that may be affected by the Board's action is direct and
immediate in that it affects the manner and methodology by which the value of the
geothermal steam from PGV's project is to be determined, and this value in turn will be
used to calculate the geothermal royalty amount that PGV must pay under the
Geothermal Resources Mining Lease R-2, dated February 20, 1981.
3. PGV is contesting the specific methodology adopted by the Board on the
following grounds: (i) the methodology adopted by the Board violates and is directly
contrary to the provisions set forth in the Geothermal Resources Mining Lease R-2
governing the calculation of geothermal royalties payable thereunder; (ii) the Board's
action in adopting such methodology violates the provisions of the Hawaii
Administrative Procedure Act, HRS Chapter 91; and (iii) such methodology does not
comport with the generally accepted approaches (including the approach used by the
U.S. Government) used in the U.S. geothermal industry for determining the value of
geothermal steam in connection with the ultimate calculation of the appropriate amount
of geothermal royalty payments.
4. The basic facts involved are as set forth above, and the issues raised are
set forth in Paragraph 3 above.
5. The relief that PGV is seeking or otherwise deems itself entitled is either
(i) the adoption by the Board of the federal "netback" method for the calculation of
geothermal royalties set forth in the applicable federal regulations, or (ii) the adoption
by the Board of a methodology for the determination of the value of such geothermal
steam that represents a fair, just and equitable approach for both the State and PGV
and that will encourage the continued development and operation of Hawaii's
geothermal resources by the private sector in accordance with, among other things, the
Hawaii State Plan, especially HRS Section 226-18.
PGV is more than willing to continue to work with the Board, the Department
and the Department's staff to resolve this matter amicably and in a manner that is
ultimately mutually satisfactory and beneficial to all parties concerned. PGV also
wishes to express its appreciation for the continuing assistance that the Board and the
Department have rendered to PGV during the course of the development and operation
of its Puna project.
Sincerely yours,
>L~AIl~_
Steven E. rJf:ris - A'
Vice President and General Manager
cc: Gerald A. Sumida, Esq.
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October 8, 1993
Mr. Keith Ahue
Director
Dept. of Land and Natural Resources
830 Punchbowl Street
Honolulu, Hawaii 96813
Dear Mr. Ahue:
On behalf of Puna Geothermal Venture, I hereby request that
the Board of land and Natural Resources conduct a
contested case hearing on the Board's decision on
geothermal royalties. This request is pursuant to Section
13-1-29 of the Department of land and Natural Resources
contested case rules.
We will shortly submit our petition requesting the contested
case hearing after this meeting.
Thank you.
Very truly yours,
Steven E. Morris
745 Fort Street, Suite 1804
Honolulu, Hawaii 96813
Telephone (808) 528-5225
Facsimile (808) 524-9349
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Puna Geothermal Venture:
Petition for Contest Case Hearing
Board of Land and Natural
state of Hawaii
Kalanimoku Building, Room
1151 Punchbowl street
Honolulu, Hawaii 96813
Attn: Chairman
Board of Land and
Natural Resources
Dear Mr. Chairman:
This letter/petition is respectfully submitted by Puna
Geothermal Venture, a Hawaii general partnership ("PGV"),which
is engaged in the development of the state's geothermal
resources and the operation of a geothermal power project in
Puna, Hawaii.
During the regularly scheduled meeting of the Board of Land
and Natural Resources ("Board") held on September 24, 1993, the
Board considered, among other things, the appropriate
methodology that it should adopt with respect to the
determination of the value of the geothermal steam for purposes
of calculating the geothermal royalty amount to be paid by PGV
under its Geothermal Resources Mining Lease R-2, dated February
20, 1981. At or prior to the conclusion of the Board's meeting,
PGV made a formal written request for a contested case hearing
on the Board's decision. PGV made this request pursuant to §13-
1-29 of Chapter 1 of Subtitle 1 of Title 13 of the Department of
Land and Natural Resources ("Department") rules ("Rules").
It appears, however, to be somewhat unclear as to whether
the Board formally adopted a specific methodology for the
purpose of determining the value of such geothermal steam as
mentioned above, or instead orally requested a further response
from PGV as to PGV's preference regarding the two methodologies
that the Board discussed during its meeting. PGV believes that
this unclarity has not to date been resolved.
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Hence, and since PGV strongly wishes to preserve its rights
to a contested case hearing with respect to any final Board
decision adopting such a methodology, PGV respectfully provides
the statements below in compliance with the requirements of S13-
1-29 of the Department's Rules. If, however, the Board's action
at its September 24, 1993, meeting on this matter was not a
formal adoption of a particular methodology, then PGV will
respectfully await the Board's final action on this mater before
proceeding further, if appropriate and necessary.
Based on the foregoing, PGV, in accordance with S13-1-29 of
the Department's Rules, respectfully submits this petition for
a contested case hearing and hereby states as follows:
1. The legal authority for PGV's request for a contested
case hearing is S13-1-29 of Chapter 1 of Subtitle 1 of Title 13
of the Department's Rules and Hawaii Revised Statutes ("HRS")
Chapter 91.
2. PGV's interest that may be affected by the Board's
action is direct and immediate in that it affects the manner and
methodology by which the values of the geothermal steam from
PGV's project is to be determined, and this value in turn will
be used to calculate the geothermal royalty amount that PGV must
pay under the Geothermal Resources Mining Lease R-2, dated
February 20, 1981.
3. PGV is contesting the specific methodology adopted by
the Board on the following grounds: (i) the methodology adopted
by the Board violates and is directly contrary to the provisions
set forth in the Geothermal Resources Mining Lease R-2 governing
the calculation of geothermal royalties payable thereunder; (ii)
the Board's action in adopting such methodology violates the
provisions of the Hawaii Administrative Procedure Act, HRS
Chapter 91; and (iii) such methodology does not comport with the
generally accepted approaches (including the approach used by
the U.S. Government) used in the U.S. geothermal industry for
determining the value of geothermal steam in connection with the
ultimate calculation of the appropriate amount of geothermal
royalty payments.
4. The basic facts involved are as set forth above, and
the issues raised are set forth in Paragraph 3 above.
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5. The relief that PGV is seeking or otherwise deems
itself entitled is either (i) the adoption by the Board of the
federal "netback" method for the calculation of geothermal
royalties set forth in the applicable federal regulations, or
(ii) the adoption by the Board of a methodology for the
determination of the value of such geothermal steam that
represents a fair, just and equitable approach for both the
state and PGV and that will encourage the continued development
and operation of Hawaii's geothermal resources by the private
sector in accordance with, among other things, the Hawaii state
Plan, especially HRS §226-18.
As mentioned above, PGV respectfully submits this petition
on the basis that the Board's action at its September 24, 1993,
meeting constituted a formal adoption of a particular
methodology. If, however, this was not the case (as reflected
in the minutes of the Board's meeting that the Board formally
approves and adopts), then PGV will be wiling to withdraw this
petition.
PGV is more than willing to continue to work with the
Board, the Department and the Department's staff to resolve this
matter amicably and in a manner that is ultimately mutually
satisfactory and beneficial to all parties concerned. PGV also
wishes to express its appreciation for the continuing assistance
that the Board and the Department have rendered to PGV during
the course of the development and operation of its Puna project.
sincerely yours,
6t.ww~.
Steven E. Morris }//v
Vice President and General Manager
cc: Gerald A. Sumida, Esq.
